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SUBJECT: CONSULTATIONS WITH THE EC ON THE PRESIDENT'S DECISION 
ON SPECIALTY STEEL 

1 . ON MARCH 15, AMBASSADOR YEUTTER, ACCOMPANIED BY AMBASSADOR 
HINTON, OUTLINED TO EC COMMISSIONER GUNDELACH AND DIRECTOR 
GENERAL FOR EXTERNAL RELATIONS HIJZEN, THE PRESIDENT S DECISION 
ON THE SPECIALTY STEEL ESCAPE CLAUSE CASE. YEUTTER SAID THAT 
THE PRESIDENT WOULD NOT ACCEPT THE ITC FINDING, BUT WOULD SEEK 
THREE- YEAR ORDERLY MARKETING AGREEMENTS (OMA) TO BE WORKED 
OUT IN THE NEXT 90 DAYS. IF THEY COULD NOT BE WORKED OUT, 

THEN QUOTAS COMPARABLE TO THE ITC RECOMMENDATIONS WOULD GO INTO 
EFFECT ON JUNE 14 FOR THREE YEARS. AN OMA WOULD LIKELY BE MORE 
PALATABLE FOR OUR TRADING PARTNERS THAN THE ITC FINDINGS FOR 
THE FOLLOWING REASONS: (A) A PROVISO WOULD BE ADDED THAT THE 
ORDERLY MARKETING AGREEMENTS WOULD BE SUBJECT TO REMOVAL IF 
THE ECONOMIC SITUATION IMPROVES (THIS WOULD REQUIRE THE ADVICE 
OF THE ITC, COMMERCE AND LABOR, BUT IT WOULD BE A PRESIDENTIAL 
DECISION WITH NO CONGRESSIONAL OVERRIDE; (B) AN OMA GIVES 
THE POSSIBLE OPTION OF HANDLING THE EC AS A UNIT; (C) AN OMA 
COULD PROVIDE MORE FLEXIBILITY IN THE SECOND AND THIRD YEARS; 

AND (D) IT COULD PROVIDE ADDITIONAL FLEXIBILITY TO PRODUCT 
CATEGORIES. 

2. YEUTTER EXPLAINED THAT THE STEEL INDUSTRY AND THE STEEL 
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UNIONS ARE WORKING TOGETHER ON THIS CASE SO THAT THERE IS A RISK 
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OF AN OVERRIDE EVEN WITH THE OMA ALTERNATIVE, WHICH IN THE 
JUDGMENT OF THE ADMINISTRATION IS THE MINIMUM NECESSARY 
TO AVOID AN OVERRIDE. IMPORTS HAVE NOT LEVELED OFF AND CON- 
TINUED HIGH IN JANUARY. HE ACKNOWLEDGED THAT 90 DAYS WOULD 
NOT ALLOW MUCH TIME FOR NEGOTIATION. IF AT THE END OF 90 
DAYS (THE PERIOD MIGHT HAVE TO BE SOMEWHAT SHORTER), PROGRESS 
SEEMED TO BE ASSURED, THE PRESIDENT COULD PUT QUOTAS INTO EFFECT, 

AND THEN REMOVE THEM UPON COMPLETION OF THE OMA. OUT INTENT, 
HOWEVER, IS TO NEGOTIATE THE OMAS WELL BEFORE THE 90-DAY DEAD- 
LINE IF AT ALL POSSIBLE. 

3. GUNDELACH SAID HE WAS GRATIFIED FOR THE CONSULTATION IN 
ADVANC OF THE ANNOUNCEMENT. HE DID NOT WISH TO GO OVER THE 
GROUND COVERED WITH AMBASSADOR DENT. THE COMMISSION 

BELIEVES THAT THE ARGUMENTS AGAINST AN ORDERLY MARKETING ARRANGE- 
MENT STILL STAND. HE WAS PERSONALLY CONCERNED ABOUT A RIGID 
OMA FOR SO LONG A TIME PERIOD. HOWEVER, HE TOOK NOTE OF THE NEW 
ELEMENT OF REMOVING THE OMA SHOULD THE ECONOMIC SITUATION CHANGE. 
AS A NEGOTIATOR, HE WAS DISTRESSED ABOUT NEGOTIATING UNDER 
THE CONDITIONS OF QUOTAS BEING IMPOSED IN 90 DAYS. IT WOULD 
CERTAINLY BE AN UP-HILL BATTLE. HE SAID HE WOULD REPORT THE 
CONVERSATION TO THE COMMISSION AND DISCUSS IT WITH THE MEMBER 
STATES. HE WOULD NOT PREDICT THE REACTION. HE WAS PARTICULARLY 
CONCERNED ABOUT THE PRECEDENT AND THE OTHER CASES IN THE 
PIPELINE (SHOES). AFTER MONTHS OF CALMING DOWN THE TRADE 
SITUATION, THIS WOULD ADD A NEW UNSETTLING ELEMENT. HIS PER- 
SONAL BELIEF WAS THAT THE REACTION WOULD PROBABLY BE NEGA- 
TIVE AND IN SOME CASES VIOLENT. HOWEVER, HE FELT THAT THE US 
IS ENTITLED TO MATURE JUDGMENT FROM THE EC IN THIS CASE. 

HE AND SOAMES WOULD NOT TRY TO DRAMATIZE THE ISSUE, BUT HE IS 
PERSONALLY WORRIED. DESPITE THE FACT THAT THE US TRIED TO GO 
AS FAR AS POSSIBLE TO TAKE ACCOUNT OF EC SENSITIVITY, HE DID 
NOT SEE ANY WAY OUT. HT.TZF.N ADDED THAT THE COMMISSION WOULD 
HAVE TO GO TO THE COUNCIL BEFORE THE COMMUNITY DECIDED WHAT 
THEIR RESPONSE SHOULD BE AND HE DID NOT KNOW WHAT THE COM- 
MISSION WOULD DECIDE. 

4. GUNDELACH SAID THAT HE COULD NOT QUESTION THE AMERICAN 
JUDGMENT THAT THIS WAS AS FAR AS THE ADMINISTRATION POLITICALLY 
COULD GO. HE DID NOT HAVE ANY AUTHORITY TO ENGAGE HIMSELF IN 
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TRYING TO SUGGEST CHANGES IN THE AMERICAN ANNOUNCEMENT 
(WHICH HE EXAMINED). HE RECALLED THAT THE BASIC ADVICE DENT 
HAD GOTTEN FROM SOAMES ON AN ORDERLY MARKETING AGREEMENT WAS 
NEGATIVE. HE SUMMARIZED THAT (A) HE EXPECTED TROUBLE, (B) 

HE AND SOAMES WOULD NOT TRY TO MAKE ANYMORE TROUBLE THAN NECES- 
SARY, AND (C) HE THANKED YEUTTER FOR THE CONSULTATIONS. HIS 
PERSONAL OPINION WAS THAT IF THE COMMUNITY DID TRY TO FIND 
SOME COMMON GROUND FOR TALKING WITH THE US, IT WOULD NOT BE 
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ON "THESE TERMS." GUNDELACH ADDED THAT IN ORDER TO KEEP THE 
PRESIDENT'S DECISION SECRET, HE WOULD NOT INFORM THE COMMISSION 
UNTIL WEDNESDAY. 
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